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FORM OF CONFIRMATION LETTER—BANK CREDIT ARRANGEMENTS
(Date of mailing)

Mr. John Doe, Vice President
ABC Bank
Anytown, New York 10000
Dear Mr. Doe:
Securities and Exchange Commission Accounting Series Release No. 148 requires disclosure in financial
statements filed with the Commission of certain information with respect to credit arrangements (including
compensating balances), whether written or oral. ASR No. 148 contains the following definition:
“A compensating balance is defined as that portion of any demand deposit (or any time deposit or certificate
of deposit) maintained by a corporation (or by any other person on behalf of the corporation) which
constitutes support for existing borrowing arrangements of the corporation (or any other person) with a
lending institution. Such arrangements would include both outstanding borrowings and the assurance of future
credit availability.”
In connection with an examination of the financial statements of (name of Company or Companies) as of
(balance sheet date) and for the (period) then ended, please confirm the following information as of the dates
indicated below by signing and returning the enclosed copy of this letter directly to our independent auditors, (name
and address of CPA firm).

I. LINES OF CREDIT
A. Description [unless covered by a document that can be referred to, include such information as amount of
total line, fee (if any), expiration date (if any), conditions under which line may be withdrawn]

B. Related debt outstanding at close of business on (date)
C. Amount of unused line of credit, subject to terms of the related document, at (date)

D. Interest rate at close of business on (date)
E. If the arrangement specifies that this line supports commercial paper or other borrowing arrangements,
describe
II. COMMITMENTS

A. Description (in general, reference to a specific agreement is sufficient)

B. Related debt outstanding at close of business on (date)

C. Amount of unused commitment, subject to terms of the related agreement, at (date)
D. Interest rate at close of business on (date)
E. Commitment or other related fees, if any

III. OTHER EXISTING DEBT
A. Description

B. Balance outstanding at close of business on (date)
C. Interest rate at close of business on (date)

IV. COMPENSATING BALANCE ARRANGEMENTS
A. There (were) (were no) compensating balance arrangements at (date)
B. Withdrawal by the Company of the compensating balance (was) (was not) legally restricted at (date)

C. The terms of the compensating balance arrangements at (date) were:
SELECTED EXAMPLES

1—The Company has been expected to maintain an average compensating balance of 20 percent of its
average bank loan outstanding, as determined from the bank’s ledger records adjusted for estimated average
uncollected funds.
2—The Company has been expected to maintain an average compensating balance of $100,000 during
the year, as determined from the bank’s ledger records without adjustment for uncollected funds.

3—The Company has been expected to maintain a compensating balance, as determined from the bank’s
ledger records without adjustment for uncollected funds, of 15 percent of its outstanding loans plus 10 percent
of its unused line of credit.
4—The Company has been expected to maintain as a compensating balance non-interest bearing time
deposits of 10 percent of its outstanding loans.
D. (Not applicable if compensating balances are based on bank ledger records without adjustment for
uncollected funds.)
In determining compliance with compensating balance arrangements, the Company uses a factor for
uncollected funds of(business) (calendar) days and we understand this to be a reason
able method.
(If some other method is used for determining collected funds for compensating balance purposes, the
method actually used should be described.)
E. There (were the following) (were no) significant changes in the compensating balance arrangements
during the (period) and subsequently through the date of this letter.
F. The Company (was) (was not) in substantial compliance with the compensating balance arrangements
during the (period) and subsequently through the date of this letter.
G. (Applicable only if the response to F discloses noncompliance with compensating balance arrangements.)
The Company has no knowledge of any imminent sanctions by the bank because of noncompliance
with compensating balance arrangements.
(If the bank has applied sanctions during the (period) or notified the Company that sanctions may be
applied, indicate details.)

V. COMPENSATING BALANCE ARRANGEMENTS BY OR FOR THE BENEFIT OF OTHERS
During the (period), and subsequently through the date of this letter, (no) (the following) compensating
balances were maintained by the Company at the bank on behalf of an affiliate, director, officer, or any other
third party and (no) (the following) third party maintained compensating balances at the bank on behalf of
the Company. (Withdrawal of such compensating balances (was) (was not) legally restricted.)

Yours very truly,
(Name of Company)

By:----------------------------------------------------------------(Officer)
CONFIRMATION

(Name of CPA firm)
(Address)
Gentlemen:
The above description of the terms of the credit arrangements and related matters with this bank are in
accordance with our understanding except as noted below or in an attached letter.

(If applicable, phraseology similar to the following may be added to the confirmation reply by either the
company or the bank:)

This confirmation does not relate to arrangements, if any, with other branches or affiliates of this Bank.
Information should be sought separately from such branches or affiliates with which any such arrangements
might exist. Moreover, this confirmation is not, and should not be taken as, advice with respect to any aspect
of any relationship between this Bank and the Company except as expressly stated herein.

(Name of Bank)

By: ----------------------------------------------------------------(Officer)
DATE___________________________

ILLUSTRATIVE CONFIRMATION LETTER—BANK CREDIT ARRANGEMENTS
January 4, 1974
Mr. John Doe, Vice President
ABC Bank
Anytown, New York 10000

Dear Mr. Doe:

Securities and Exchange Commission Accounting Series Release No. 148 requires disclosure in financial
statements filed with the Commission of certain information with respect to credit arrangements (including
compensating balances), whether written or oral. ASR No. 148 contains the following definition:
“A compensating balance is defined as that portion of any demand deposit (or any time deposit or certificate
of deposit) maintained by a corporation (or by any other person on behalf of the corporation) which
constitutes support for existing borrowing arrangements of the corporation (or any other person) with a
lending institution. Such arrangements would include both outstanding borrowings and the assurance of future
credit availability.”
In connection with an examination of the financial statements of XYZ Company as of December 31, 1973 and
for the year then ended, please confirm the following information as of the dates indicated below by signing
and returning the enclosed copy of this letter directly to our independent auditors, Jones and Jones, 200 Main Street,
Anytown, New York 10000.

I. LINES OF CREDIT
A. Description
The Company has available at the Bank a line of credit totaling $35,000,000. The terms of the line
of credit are contained in a letter dated May 25, 1973. This line can be withdrawn at the Banks
option.
B. Related debt outstanding at close of business on December 31, 1973
$25,000,000

C. Amount of unused line of credit, subject to terms of the related document, at December 31, 1973
$10,000,000
D. Interest rate at close of business on December 31, 1973
9½% per annum
E. The arrangement does not specify that this line of credit supports commercial paper or other borrowing
arrangements.
II. COMMITMENTS

A. Description
The Company has a commitment from the Bank for $50,000,000 in borrowings. Terms of the
commitment are described in the letter agreement dated September 30, 1973.

B. Related debt outstanding at close of business on December 31, 1973
None

C. Amount of unused commitment, subject to terms of the related agreement, at December 31, 1973
$50,000,000
D. Interest rate at close of business on December 31, 1973
Not applicable
E. Commitment or other related fees, if any
½ of 1 percent per annum of the average daily unused amount
III. OTHER EXISTING DEBT

There was no other debt payable to the Bank by the Company at December 31, 1973.

IV. COMPENSATING BALANCE ARRANGEMENTS
A. There were compensating balance arrangements at December 31, 1973 under the line of credit. There
were no compensating balance arrangements under the commitment at December 31, 1973.

B. Withdrawal by the Company of the compensating balances was not legally restricted at December 31, 1973.

C. The terms of the compensating balance arrangements at December 31, 1973 were:

The Company has been expected to maintain an average compensating balance of 20 percent of the
debt outstanding under its line of credit as determined from the bank ledger records adjusted for the
estimated average uncollected funds.
D. In determining compliance with compensating balance requirements, the Company uses a factor for
uncollected funds of 1.5 business days and we understand this to be a reasonable method.
E. There were no significant changes in the compensating balance arrangements during the year and
subsequently through the date of this letter.
F. The Company was in substantial compliance with the compensating balance arrangements during the year
and subsequently through the date of this letter.

V. COMPENSATING BALANCE ARRANGEMENTS BY OR FOR THE BENEFIT OF OTHERS

During the year, and subsequently through the date of this letter, no compensating balances were maintained
by the Company at the bank on behalf of an affiliate, director, officer, or any other third party and no third
party maintained compensating balances at the bank on behalf of the Company.

Yours very truly,
XYZ Company

By: ------------

Joe Smith, Treasurer
CONFIRMATION

Jones and Jones
200 Main Street
Anytown, New York 10000

Gentlemen:

The above descriptions of the terms of the credit arrangements and related matters with this bank are in
accordance with our understanding except as noted below or in an attached letter.
No exceptions

ABC Bank

By: -----------John Doe, Vice President
DATE January 15, 1974

These suggested letters for confirming bank credit arrangement have been prepared by the compensating
balances task force of the Auditing Standards Division of the American Institute of Certified Public Accountants.

